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OFFICE OF MANAGEMENT AND BUDGET
A directive to executive agencies intended to curb needless year-end contracting
has been issued by the Office of Federal Procurement Policy in Policy Letter
81-1. The directive requires each executive agency to set up procurement pro­
cedures providing lead time and cut-off dates that allow enough time to prepare 
solicitations, obtain and evaluate bids or proposals, audit, negotiate, and make 
contract awards in an orderly manner. The procedures are to specify the lead 
time required and to set firm cut-off dates for submission to procurement 
offices or requests for contract action to be completed by the end of a fiscal 
year. An Advance Procurement Planning System (APP) for each agency activity 
is also required. The procedures must provide for: development and maintenance 
of an advance procurement plan to cover major procurement requirements with 
"high waste vulnerability," such as consulting services; a specific threshold 
above which procurements are to be considered major; and, an ongoing program 
to assess the appropriateness of the methods used to satisfy needs, including 
cost effectiveness. Further, agencies will develop review procedures for the 
close control of last quarter spending, and will keep a log of high waste vul­
nerability contract actions for each procuring activity. The policy letter will 
become effective 8/28/81. For additional information contact Jack Nadol at 
202/395-3455.
SECURITIES AND EXCHANGE COMMISSION
A major restructuring of securities registration and disclosure requirements was
proposed by the Commission on 7/30/81. The proposal, which will affect the
9000 public companies subject to SEC reporting obligations, will be composed 
of eight separate releases expected over the next two weeks. The Commission's 
action is intended to implement an integrated disclosure system that will 
combine and streamline requirements of the 1933 Securities Act, which governs 
registration of securities and the 1934 Securities Exchange Act, which governs 
continuing public disclosure. Many of the eight releases were previously 
issued for comment, but are being reproposed so that the public may comment 
on the entire package. The Commission staff has indicated that the comment 
period on the package will close 10/31/81, and they hope final action can be 
taken by late 1981 or early 1982. The integrated system, if adopted, would 
enable a company to meet many '33 and ’34 Act requirements by providing infor­
mation in one form and then incorporating the material by reference elsewhere.
As a result, investors will see shorter prospectuses and will need to rely 
more heavily on the annual report to shareholders. The proposal would also 
organize all substantive disclosure requirements under Regulation S-K. All 
procedural requirements would be grouped under Regulation C. The proposed 
changes would also establish three categories of registration statements 
based on a company’s size and how long it had been reporting to the SEC.
The Commission also indicated that the proposed integrated system would not 
deminish '33 Act liability standards for underwriters, but would set out 
criteria for certain factors bearing on issues of liability. Finally, the 
Commission also announced it would propose a new rule, Rule 462A, that would 
allow greater use of "shelf registration" which is the registration of securities 
to be offered on a delayed or continuous basis.
Ralph Ferrara, General Counsel of the Securities and Exchange Commission since
August, 1978, has announced his intention to resign and enter a private
law practice. Mr. Ferrara joined the Commission in 1972, working within the 
Enforcement Division. He became Special Counsel to former SEC Chairman Ray 
Garrett Jr. and subsequently became Executive Assistant to former SEC Chairman 
Roderick Hills and Harold Williams. He was appointed to the position of General 
Counsel by Williams to replace Harvey Pitt. Mr. Ferrara remained General Counsel 
under new SEC Chairman John S.R. Shad. According to SEC sources, Mr. Ferrara
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will open a new Washington office for the New York law firm of Debevoise, 
Plimpton, Lyons, and Gates. Former SEC Commissioner Stephen Friedman came to 
the SEC as a partner from the same firm and has since returned. New SEC Commis­
sioner Bevis Longstreth was also a former partner with Debevoise. No firm date 
for Mr. Ferrara's departure has been announced. He will reportedly remain with 
the SEC until a successor can be selected.
SMALL BUSINESS ADMINISTRATION
Changes in SBA interest rate policy regarding variable rate guaranteed loans was
the subject of a recent advance notice of proposed rulemaking (see the 7/29/81 
Fed. Reg., pp. 38892-93). The proposed changes,applying to loans approved on 
or after 10/1/81, would: permit SBA's participating lenders to use their own 
prime rate as a base for computing interest rate fluctuations subject to cer­
tain conditions; allow variations in the note rate to fluctuate as frequently 
as daily; no longer require participating lenders to notify SBA of changes in 
the note rates; and, eliminate the SBA optional peg rate as an acceptable base 
for computing interest rate fluctuations. The changes are intended as a response 
to the adverse impact of escalating interest rates. Comments are requested by 
8/13/81.
In a related matter, the SBA intends to publish, on 10/1/81, a notice that 
would limit the maximum acceptable interest rate lenders can charge on guaran­
teed loans to the minimum money center prime rate (see the 7/29/81 Fed. Reg., 
p. 38894). The recommendation would eliminate the points that could be added 
to the base rate. The rate on the lenders' share of immediate participants 
would be limited to 1 percent below the guaranteed rate. Comments are requested 
by 8/28/81. For additional information on both initiatives, contact Richard 
Wray at 202/653-6470.
TREASURY, DEPARTMENT OF
Revised proposals on home office expense deductions and vacation home rules will
be issued by the Treasury, according to a letter from John Chapoton, Assistant 
Treasury Secretary to Senator William Armstrong (R-Colo.). The letter was 
a confirmation of discussions regarding issues raised by S. 31, which makes three 
separate changes to section 280A of the Code. Mr. Chapoton indicated that 
the Treasury did not oppose the provision of S. 31, which would treat the 
rental of a dwelling unit to a family member in the same manner as it would 
be to an unrelated party. He indicated this change could not be made by 
regulation. However, he indicated that the other two issues raised by S. 31 
would be resolved by regulations. "Thus we intend to provide in the regula­
tions, in general, that a taxpayer may take deductions, subject to certain 
limitations, allocable to a portion of a dwelling unit which is exclusively 
used on regular basis as the principal place of business for any trade or 
business of the taxpayer, i.e., including a secondary trade or business."
He also indicated regulations would be proposed to provide that a day of use 
of a vacation home would not be considered personal if the "principal purpose" 
of the use was repair and maintenance.
SPECIAL: CONGRESS ADOPTS NUMEROUS AICPA TAX LAW RECOMMENDATIONS:
Numerous AICPA recommended tax law changes, including indexation of tax rates, an
increase in the limitations on covered compensation for self-employed retire­
ment plans, simplified LIFO inventory accounting for small business, and broad­
ening the availability of Subchapter S, have been adopted by both Houses of 
Congress as a result of recent votes on the Administration's tax cut proposals.
A change in Keogh (HR-10) Plans will new allow self-employed individuals to
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to increase their permissable deductions to the lesser of 15% of the first 
$200,000 in earnings of each employee or $15,000 per year, while providing 
safeguards for consistent contribution rates for all employees. All Members of 
the Senate Finance Committee and the House Committee on Ways and Means were 
contacted by the AICPA prior to the Congress’ action and urged to totally 
eliminate the disparity in retirement plan treatment between corporate employees 
and the self-employed, or at the least, double the earlier available coverage 
limitations while reaching an agreement that complete parity was a necessary 
goal. Indexation, tieing income tax brackets and the current $1000 per person 
exemption to the consumer price index, will occur in 1985. William L. Raby, 
Chairman, AICPA Division of Federal Taxation, in a letter last month to Members 
of the Senate Finance Committee, affirmed the profession’s recommendation that 
there must be a complete indexing of the Internal Revenue Code to adjust for 
changes in the value of the dollar, noting that the Administration supported 
changes "were a desirable first step" (see the 7/20/81 Wash. Report). Also 
included in the new tax cut legislation are provisions which provide simplified 
LIFO inventory accounting for small business and an increase in the availability 
of Subchapter S. Similar provisions have been actively supported and endorsed 
by the AICPA's Division of Federal Taxation for many years. Senate-House conferees 
will reconcile the minor differences in their respective bills in order to con- 
ply with the President's wish to have a tax bill on his desk prior to Congress’ 
August recess.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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